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Summary 

Federal surface transportation programs are currently funded primarily through taxes on motor 
fuels that are deposited in the highway trust fund. Although there has been some modification to 
the tax system, the tax rates, which are fixed in terms of cents per gallon, have not been increased 
at the federal level since 1993. Prior to the recession that began in 2007, annual increases in 
driving, with a concomitant increase in fuel use, were sufficient to keep revenues rising steadily. 
This is no longer the case. Future increases in fuel economy standards are expected to suppress 
motor fuel consumption in the years ahead even if annual increases in vehicle mileage resume. 

Congress has yet to address the surface transportation program’s fundamental revenue issues, and 
has not given serious consideration to raising fuel taxes in recent years. Instead, Congress has 
financed the federal surface transportation program by supplementing fuel tax revenues with 
transfers from the U.S. Treasury general fund. The most recent reauthorization act, the Moving 
Ahead for Progress in the 21 st Century Act (MAP -21; P.L. 1 12-141), signed by President Barack 
Obama on July 6, 2012, authorized spending on federal highway and public transportation 
programs through September 30, 2014 and provided for general fund transfers to finance the 
programs. MAP -21 did not address concerns about funding of surface transportation programs 
over the longer term. 

This report begins with a discussion of the problems associated with the trust fund financing 
system (which supports both federal highway and public transportation programs) and then 
explores possible options for financing surface transportation infrastructure. Among the key 
points: 

• Raising motor fuel taxes could provide the highway trust fund with sufficient 
revenue to fully fund the program in the near term, but it may not be a viable 
long-term solution due to expected future declines in fuel consumption. 

• Replacing current motor fuel taxes with a fuel sales tax or a fee based on vehicle 
miles traveled (VMT) raise a variety of financial and administrative concerns. 

• The political difficulty of adequately financing the highway trust fund coidd lead 
Congress to consider the desirability of changes to maintain the trust fund system 
or eliminating it altogether. Such changes might involve a reallocation of 
responsibilities and obligations among federal, state, and local governments. 

• Interest in improving transportation infrastructure with private and non-grant 
funding sources, such as tolls, public-private partnerships (PPPs), and federal 
loan programs is increasing, but many projects may not be well suited to 
alternative financing. 
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Introduction 

Almost every conversation about surface transportation finance begins with a two-part question: 
what are the “needs” of the national transportation system and how does the nation pay for them? 
This report is aimed almost entirely at discussing the “how to pay for them” question. Since 1956, 
federal surface transportation programs have been funded largely by taxes on motor fuels that 
flow into the highway trust fund (HTF). A steady increase in the revenues flowing into the HTF, 
due to increased motor vehicle use and occasional increases in federal fuel taxes, has 
accommodated growth in surface transportation spending over several decades. The growth in 
trust fund revenues, however, came to an end in 2008. Over the past five years there has been a 
large gap between the highway tax revenues and interest flowing into the FITF and funding of 
surface transportation authorized by Congress. 

This gap was not totally unexpected. The authors of the Safe, Accountable, Flexible, Efficient 
Transportation Equity Act: A Legacy for Users (SAFETEA, FY2005-FY2009; P.L. 109-59) set 
up two commissions to advise Congress on changes to the surface transportation program and its 
funding mechanisms. To date, however, Congress has made no major changes in transportation 
financing, aside from authorizing transfers of money from the Treasury general fund to the FITF. 

The Moving Ahead for Progress in the 21 st Century Act (MAP-21; P.L. 112-141), signed July 6, 
2012, 1 authorized spending on federal highway and public transportation programs through 
September 30, 2014 and provided for extensive transfers from the general fund to the FITF. The 
mismatch between the desired surface transportation program and the revenues generated by 
motor fuels taxes persists, and is likely to emerge as a major issue as Congress considers options 
for reauthorizing the program beyond 2014. 



The Highway Trust Fund Financing Dilemma 

The highway trust fund comprises two separate accounts — highways and mass transit. The 
primary revenue sources for these accounts are an 18.4-cent-per-gallon federal tax on gasoline 
and a 24.4-cent-per-gallon federal tax on diesel fuel. Although the FITF has other sources of 
revenue, such as truck registration fees and a truck tire tax, and is also credited with interest paid 
on the fund balances held by the U.S. Treasury, fuel taxes provide about 90% of the income to the 
fund. The transit account receives 2.86 cents per gallon of fuel taxes, with the remainder of the 
tax revenue flowing into the highway account. Separately, there is a 0. 1 -cent-per-gallon fuel tax 
reserved for the leaking underground storage tank (LUST) fund, which is not part of the 
transportation program. 

Since the trust fund was created in 1956, motor fuels taxes have increased four times, in 1959, 
1982, 1990, and 1993. The last two increases were initially partially reserved for deficit reduction 
purposes, with significant sums being deposited in the Treasury general fund account. By 
FY1998, following several years of congressional debate, all fuel tax collections were again being 
deposited into the trust fund. 



1 CRS Report R42762, Surface Transportation Funding and Programs Under MAP-21: Moving Ahead for Progress in 
the 21 st Century Act (P.L. 112-141), coordinated by Robert S. Kirk. 
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